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WHAT ABOUT WHEAT IN 1939? 


This summary of the wheat situation is based on information 
available in midsummer 1938. It contains the most recent 
and reliable estimates in regard to prospective world sun- 
plies for the marketing year ending July 1, 1939. Although 
the statements and figures herein are still subject to change 


after the amount of this year's harvest is more definitely. de- 
termined, the current situation presagces conditions next year 

which wheat farmors will want to study carofully in planning’ 

their sceding operations. 


ee ee eee 


nn inn nn a i rn i mn ee 


National and State wheat acroage allotments for the 1939 wheat crop were 
announced on July 15 and on July 21, 1938, respectively. These allotments became 
effective in accordance with the terms of the Agricultural Adjustmont Act of 
1938, which roquires that acroage allotments be established by tho Secretary of 
Agriculture. 


Indications are that the total supply of wheat in the United States for 
1938 is likely to be so large as to jeopardize tho income of the wheat producers 
of the United States. Not since the fall of 1932 have wheat farmers faced a 
situation like that confronting thom now. Unless unforeseen conditions develop 
in the noxt 30 days which will materially cut down the size of the world wheat 
crop, the world crop of 1938 will set . new all-time record for size. 


As they enter the new crop year, however, United States wheat formors do 
so with the double advantage of having had the valuable oxporicnce gained in 
cooperatively meeting a similar situation in 1933, and of having the wheat pro- 
gram which the Federal Government has placed at their disposal for the solution 
of their. basic cconomic problems. The program includes wheat acroage adjustment, 
crop insurance, wheat loans, surplus buying for relicf, and marketing quotas. 


Farmers will reccive thoir farm wheat acreage allotments before secding 
time. Whethor or not they seed within their wheat acreage allotnent is a matter 
of choice with them. However, in viow of the supplies of wheat in si 
year and next, they will want to weigh :carcfully tho advantages of cooperating 
in the national wheat program against the danger of ruinous prices resulting fron 


excessive scedings for harvest in 1939. 
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Farners who comply with their 1939 wheat acreage allotments will thus 

qualify themselves for the advantages of the AAA Program such as price-adjustnont 
payments this year; 1939 conservation paynents; 1939 wheat loans, if a loan pro- 
2ran is in effect next year; and renewal of crop-insurance policics next year. 
If wheat marketing quotas are needed in 1939 and are approved by two-thirds of 
the wheat farmers voting in a referondun, they will be placed in effect on the 
basis of a uniform percentage of these nereage allotments and the normal yicld 
for the farn. There will be a referendun on quotas if supplies excced nornal 


domestic consumption and exports of wheat by more than ¢5 percent. 
WHEAT ACREAGE IN THE UNITED STATES 
The Acreage Situation 


The acreage seeded to.wheat in the United States. for the 1938 crop is esti- 
mated at 81,088,000 acres, as conpared with 81,362,000‘acres for 1937. (Seco table 
1.) ‘The area secded for 1938 is almost 14,000,000 acres more than the average for 
1928-32, when our largest previous surpluses accunulated. At normal yields of le 
bushels per acre, average donestic requirenents of 683,000,000 bushels and average 
exports of 70,000,000 bushels could be produced on 63,000,000 sceded acres. 


All regions of the United States, exccpt those where extremely dry weather 
has prevailed, have increased their wheat acred;e in recent yoars. Farnoers in 
the Groat Plains region havo increased their plantings in response to the stinulus 
of higher wheat prices. Farmers in the Corn Belt have planted wheat on grass and 
clover land after the grasses and clovers were killed out by the droughts of 1934 
and 1936. Farmers in the castern States have planted wheat as a winter cover crop 
in an effort to control erosion. (See Table 2.) | 


The Acreage Problen 


With the anount of wheat in prospect at the closo of the present marketing 
year, an acreage allotment sufficient to produce the reserve supply of wheat in 
1939 required in the Agricultural Adjustment Act of 1938 as originally passed 
night have been as low as 45,000,000 to 50,000,000 sccded acres, These acreage 
allotnent figures would have represented about 60 percent of the national acreage 
seeded for 1938, and would have required a 40 percent reduction in tho national 
wheat acreage. Because an immediate reduction in acreage as drastic as this would 
have been too severe on many farmers who wanted to cooperate: in the program, 
Congress anended the Agricultural Adjustnont Act of 1938 so as to provide that 


the national wheat acreage allotment for 1938 could not be iess than 55,000,000 
aCTCS. 


The problen facing United States wheat growers this fall, therefore; is* to 
adjust their farming operations for 1939 so as to bring their seceded wheat 
acreage from 81,000,000 acres down to 55,000,000 acres. Faced last spring with 
a& comparable situation, cotton farmers recuced their acreaze fron 41,000,000 
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TABLE 1 
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"States for the vee isip ¢ to 198 8 inclusive 
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Acrengre ts 
ee seeded 


Year Seeded 


re eee te ie 1,000 
1,000 ie ‘acres 

Acros ap oe 
1919 77, 440 ‘He 1929 : 66,840 
1920 67,977 1930 ‘Terie 
1921 67,681 ae 195 ‘ 65,998 
1922 67,163 ns 1932 ' 665,912 
1923 64,510 ue 1933 (68,485 
1924 ; 55, 706 a 1934 ( 63,562 
1925 61,738 re 1935 : 69,207 
1926 69,712 7 1936 aoe 
1927 65,651 ut 1937 ' 81,362 
1928 ries 7 1928 1/ SCT oce 


1/ pope OST 


mource: Bureau of Bsricultural Econonics, 
U. S. Departmont of Agriculturc. 
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TABLE 2 


Wheat: Acrea;e Sooded in the United Statcs, by States, 1928-32 Average and 1938 


Cae a aN TE SPY ae Ne SH SS 
1938 ts 
Acreage Secded Acreage ‘ Increase Over 


Ree “ion and State Seeced 


1928-32 Avorage 
I, 000: acres 


1928-32 Average 
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——- 


Northeast 
~ Gonnecticut ) 
Maine Ps 
Massachusetts G Fe: 
New Haapshire. 0 
Now Jersey any 
Now York 62 Be 
~ Ponnsylvania &9 
Rhode Island. O 
__Vornont - 1 Prog 
Total 169 Bid 
East Contral 
Delavare 100 : 85 sil aan —-15 
Kentucky 293 614 ) Bel 
Maryland 475 488 peel: 13 — 
~ North 363 524. 161 
Tonnessoce 518 bon 244 
Virginia 626 673 52 
West Virginia tel Loz ae 46 Oat 
— Rotal 2,096 Hues Ree Nt Rea anh 
Southern 
Alabana 3 a 
Arkansas 36 94 58 
Florida 0 @ Mir: O abe 
~ Georgia cay 70 234 164 
Louisiana @) 0 C 
Mississippi Ce Rance A, o).) SIL eis 
~ Oklahona 4,685 5,959 Love 
South Carolina 72 180 108 
Toxas 3,929 5,315 1,386 
ea PT 11,790 2,995 heres 
North Central ay 
Illinois By 00 2,474 169 
Indiana LS Pas Wes 2,029 eon 
Towa, 426 686 ibs _260 rik hh 
~ Michigan _ 7BL Pip | ere 136 
Minnesota 1,445 2,582 fle 
Missouri 1,687 Bye 1,030 an 
 eGOLEekearan sith tang ay 3B 5 O40 ce Cue Wonton Croley ge 
Ohio ie? Paine lea) 502 
South Dakota One Ae at 500 
Wisconsin 103 128 25 


otal, ; 18,141 123,266 Cie ees 
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TABLE 2 (Continued) 


WHEAT; Acreage Seeded in the United States, by States, 


——- -—— 


1928-32 Avoraze, and 1938 


———— 


awe 1956) 7 


‘horoage Secded Y Acrox:e Increase Over 
Rogion and State 11928-32 Avorare peer aad 3 [928-32 Avorazo 
+ 1,000 acres : 1,000 acres . “2,000 nereg 
Wostorn 
Arizona 24 A5 21 
California 725 815 SO 
Colorado 1,904 1,846 -58 
“Téaho AEE IS) ; 1,253 33 
Kansas iene SRE Te i 17,453 4,163 
Montana 4,527 4,918 oa fats 
Nevada 15 20 5 
Now Moxice 443 ABS : a5 ae 
North Dakota 10,568 pee IS POR RE IE sis 
Oreson 1,046 1,013 Re: -33 
Utch 278 294 16 
Washing ton ‘ 2,452 : 2,295 -157 
Wyoning 3 BOG Fe ae 
Total (36,867 PT ayaa 2 4,566 : 
Unitec States Total 67,411 ' 81,088 13,677 


1/ Prelininary. Wintor whoat sceded, as published in Decenbor, 1937 
"Crops and Markets" and revised in May, 1938, U.S. Crop Report, plus 
spring wheat seeded, as published on July 18, 1938. 


sources Bureau of Agricultural Economics, U.S. Department of A;jriculturo. 


WHEAT SUPPLIES AND CARRYOVER 


The Supply Situation 


The United States Crop Report for July indicated a winter-wheat 
crop of 715,425,000 bushels and a spring-wheat crop of 251,987,000 bushels, 
or a total of nore than 967,000,000 bushcls. | 


WAPergp of this size," ‘states the Bureau of Agricultural Econoriics 
in the July issuc of "The Wheat Situation", "would be about 285,000,000 
bushels in excess of the ton-year (1928-1937) avorae domestic disappear- 
ance of 683,000,000 bushels. Tho carryover on July 1 this yoar is nov 
ostinated at about 180,000,000 bushels, and with prospects for exports in 
1938-39 less favorable than in the crop year just onding, the carryover into 
July 1939 might exceed the record carrvover of 378,000,000 bushels on 
Jiiy Ty, ees 
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The Problen of Supply and Boe 


As wheat farmers will recall fron their ex xperiences in 1930, 1931, 
and 1932, excessive supplies and carryovers of wheat mean low prices and 
congested rlarkets. Moderate reserves held as proniums by the Federal Crop 
Insurance Corporation, or held in any other way which would keep the wheat 
off the market, might reduce the pressure from a noderate surplus. But 
excossive surpluses such as are itidicated for 1938 will result in lower 
prices Ho natter what policy is ‘followed. 


TABS 3 


Wheat: Estinated Carryover, produc tienes ond Total Supply 
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in the United States, 1923 to 1938 inclusive 


Yoar Carryover te 
Boginning Boginning Total © 
July 1 of Year 1/ Production Supply 2/ 


Billion... nitiion nillion 


bushels bushels bushels 

132 759 891 
137 342 979 
108 669 rd at 
100 832 932 
110 875 985 
ae 914 1,026- 
228 823 TS OBL 
289 887 Tea76 
313 942 1,255 
mcyle 757 1,132 
ZB 552 930 
274 5256 800 
148 626 774, 
142 627 769 

91° B74 . 965 
180 967. 1 h47 


ee 


1/ Includes.snall total amount of new wheat in sone years previous 
TOV LIST. 

a Total supply as defined in the Agricultural Adjustrent Act of 
1938 is carryover plus production. 

3/ Prelininary estinates. 


source: Bureau of Agricultural Econonics, U..5. Departnent of: 
Agriculture. 
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THEAT EXPORTS FROM THE UNITED STATES. 
The Export Situation 


The totel volune of world trade in wheat, as measured by net oxports 
of wheat-exporting countries, averaged 663,000,000 bushels annually in the 
pre-war period 1909-13, Net oxports for all countrios increased to 
736,000,000 bushels annually for the five years 1920-24 and to 791,000, °00 
bushels annually for the five years 1925-29, Werld trade amounted to 
947,000,000 bushels in the year 1928-29. In recent ycars world tradc has 
dwindled to less than 600,000,000 bushels annually, and a prelininary esti- 
nate indicates total worlec trade of only 495,000,000 bushels for the year 
1937-38, Before the war, exports from the United States averaged 16 per- 
cent of the world total. In the 5-year period 1920-24 the United States 
Supplied $1 percent of the total export trade in wheat. By 193¢ our share 
hac declined to 5 percent of the world total. For the yoar 1937-38 it is’ 
ostinated that United States exports of 98,000,000 bushels anounted to 
19.8 pemeent of tho'world total. (Sea Table 4.) 


World trade has declined because of restrictions such as tariffs 
and milling quotas in importing countries and because of the effort of 
most importing nations to imerenase their donestic production. It coces not 
seen likely that tho total world trade in wheat will approach an average 
of 600,000,000 bushels annvally until international policies are changed 
naterially, 


Tho Export Proble: 


Two problems face United States wheat growers who plan to. continue 
to produce wheat for export. One problen is that of increasing world 
trade. This involves recucing tariffs and other barriers against the free 
flow of wheat in international commerce. The sccond prodlen is that of 
naintaining a fair share of the total world trade for the United Statose 


In this connection, a wheat markcting reviewer in Europe is re- 
ported to have sugsested that the world's import requirenents in 1938-39 
night be filled without any exports from the United States, Russia, or 
India. The 1938-39 requirenents, which this reviewer estinated at 
500,000,000 bushels, might possibly be supplied through shipments of 
200,000,000 bushels fron Canada, 130,000,000 bushels fron Argentina, 
110,000,000 bushels fron Australia, and 60,000,000 bushels fron the Danube 
Basine 


Although other countries could, presumably, supply all import needs, 
it is not expected that the United States will withdraw from the oxport 
narkct. But, with world trade restrictod, the significant fact is that 
any increase in exports from one country will result-in a decrease in 
exports from other countrics, Whon Unitec States wheat farnors seed 
80,000,000 acres, they are, in offect, saying to the rest of the world 
that the United States is making a definite cffort to get an unusually 
large share of the world export market, rogarcless of price. 


-~ 8 - 
TABLE 4 


Wheat, including flour: Net Exports of all Net Exporting 
Countries and U. S. Net Exports 


Pee OE ee 
, Net Exports | fo U. S. 
: of all is of all 
Year + Net EXporting U. 5. ; Net Exporting 
August-July : Countries ‘ Net Exports - Counsries _ 
+ million million perecnt 
bushels bushels 
1909-10 to 1913-14 1/ | 363 105 15.3 
1920-21 to 1924-257 ~~} 736 231 31.4 
1925-26 to 1929-30 791 ; 159 ; BOR 
1930-31 : 839 116 | 13.8 
1931-32 795 175 14.5 
1933-33 630 Be kay Sab et 5.2 
1933-34 555 oP hae ae 
1974-35 5AL 4 3 aay pe 
1935-36 523 BIOS / ge A ate 
1936-37 ; 603 a). ae 
1937-38 1/ 2 495 98 19.8 
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Years beginning July. 
Preliminary estimates. 
Net imports. 
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Sources: 1909-10 to 1913-14, U.S. Department of Agriculture 

Yearbook, 1928, page 685, 

1923-24 to 1936-37, Food Research Institute or 

: Stanford University, "WHEAT STUDIES," Volumn XIV, No. 4, 

page 170. 

1927-38, Bureau of Agricultural Economics, U.S. Department 
of Agriculture, "THE WHEAT SITUATION" for May 1938. 
U.S. net exports are a later estimate. 


WEEAT UTILIZATION IN THB UNITED STATES 
‘Changes in Utilization 


Since 1929 the amount of wheat milled annually for human consumption 
and commercial feeds in the United States has varicd within the comparatively 
narrow range of 480,000,000 and 514,000,000: bushels. Although per capita con- 
sumption of wheat in the United States has been decrvasing since before the 
war, increases ir the population have tended to offset the decline in per cap- 
ita consumption. For the next few ycars it apocars likely that domestic 


Sighs 


milling requiremcnts will avorage close to 500,000,000, bushels. The avorage 
domestic utilization for the 1928- 37 period was 683,000,000 bushels, of which 
approximately 85,090,000 bushels were used for seed, 100,000,000 bushels 

were used for livestock fecd on farms where wheat is raised, and 498,000,000 
bushels were milled cither for flour or for commercial feeds. The amowmt fed to 
livestock has varicd from 28,000,000 bushels in 1925-26, when wheat prices were 
relatively high, to 174,000,000 bushels in 1931-32, when wheat prices were vory 
low. (Sce Tablo 5.) 


The Outlook for Utilization 


Normal domestic requirements for the future may be around 650,000,000 
bushels, including 500,000,000 bushels for milling, 75,000,900 bushels for 
feeding to livestock, and 75,000,000 bushels for sced. Efforts to increase 
the per capita consumption of white bread have not produced measurable results. 
Increases in the onount of wheat fod to livestock can be expected only when 
prices are lov. 


TABLE '5 


Wheat: Esti stimatod ut ilization in the United Sta: States 
1923-24 -24 to 0 19387- -38 3 inclusive — 
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: Feed (fed on — Foods and: Total 
: farms of ‘ — Commercial +: Domestic 
rop year iG Seed ‘wheat growors) 1. Foods ' Utilization ion 1/ 

' million : million | ‘ nillion Dae on 

‘ bushels : bushels bushels ‘ bushels 
1923-24 i ce 70 A793 (623 
1924-25 ; 80 56 480 616 
1925-26 79 28 AT? 584 
1926-27 823 Bae 500 617 
1927-28 us 30 45 546 : 681 
1928-29 BA 57 516 657 
1929-30 83 59 420 622 
1930-31 81 157 512 750 
1931-32 80 174 503 (ey 
1932-33 84 125 514 723 
1933-34 ; 78 72 A80 630 
1934-35 83 84 : AGL 658 
1935-36 87 83 492 662 
1936-37 $6 ; 93 502 691 
1937-38 2/. i* 95 100 | 490 ; 685 
1/ Includes shipments of wheat and flour to non-contiguous U. S. territorics. 
2/ Preliminary. 


Source: Bureau of Agricultural Economics, U.S. Dopartment 
of Agriculturo. 
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WHEAT INCOME AND PRICES 
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n reviewing the price outlook in July 1938, the Bureau of Agri- 
cultural Economics of the U. S. Department of Agriculture stated: 


"Tf there is not much change in demand, the large-wheat supply 
in prospoct will result in lower world prices than were reccived in 19357- 
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38. With supplies in tho United States large, domestic prices are ox- 
pected to continue below world levels. Worid and domestic whcat prices 
now have largelr adjustoéd to the new crop basis, and changes in the next 
month or so will probably be affected chiefly by changes in spring wheat 
conditions in ‘the United States and Canada.» The price cffocts of Large 
wheat supplics nay be offset to some extent-by buoyancy reflected in the 
speculative markets and in the general price lovel. While only a part of 
the wheat supplies in excess of domestic utilization will come under the 
wheat loan, it is nevertheless expected that the loan will serve as a 
check on further domestic price declines." 


As a result of the larger world wheat supplies, prices of imported 
wheat at Liverpool averaged $1.01 in June 1938 as compared with Glos in 
June 1937, Farm prices in the United States declined fron Sleav in April 
1937 to 70 cents in June 1938. During the crop rears 1980-31, 1931-32, 
and 1932-33, farm prices averaged 67 cents, 39 cents, and 38 cents respect- 
ively. (Sec Table 6.) ‘These were the only other years when total wheat 
supplies in the United Statos have excceded 1,100,000,000 osushels. 


The Price andeincone: Problen 


If pricos are maintained above world levels for all of our wheat 
available for sale, surpluses tend to pile up in the United States and 
to depress prices in future years. On the other hand, if prices are 
allowed to descend to world levels at tines when the wheat narkets in 
other countries are demoralized, the cash return to Ancrican wheat grow- 
ers is inadequate. In order for cur wheat growers to dispose of exccss 
supplies abroad, and at the same tine to receive an income which will cn- 
able then to maintain a fair standard of living and to purchase the 
products of American factorics, it is apparent. that farmers necd addi-- 
tional income on the domestically—-consuned portion of their wheat crope. 
A so-called two-price system night be maintained by moans of export sub-— 
Sidics,. Export sibsidics, however, tond to be offset by counte vailing 
datics on the nart of other nitions, involving considerable expense on 
the part of the United States. Moreover, the higher price at the sea-~ . 
board is-not always fully reflected to the producer of the wheat. Under. 
the Wheat Adjustment Progran for 1933-35, greater incone to wheat pro- 
ducers was secured in the form of paynents on the doncstically—consuned 
portion of the crop. Funds for this purpose vere obtained by means of 
processing taxes. 


A paynent of 12 conts per bushel of normal yield is being nade 
for cach acre in the wheat acreaze allotnent under the 1938 Agricultural 
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Conservation Progran. The anount of the wheat paynent under the 1939 
progran has not as yet been determined. The Price Adjustnent Act of 
1938 provides for additional paynonts to producers who kcep within 
their acreage allotnents for 1939. These paynents are in addition to 
Agricultural Conservation paynents. 


Cash incone fron wheat declined fron $864,000,000 in 1927 to 
$179,000,000 in 1932. The cash incone for wheat sold in 1937 was 
$666 ,549,000. 


TABLE 6 


:  Inported me : 
: Wheat Parcols : No.*e Hard ~: 
at ‘ Winter Wheat : 


Crop Year Liverpool at Chicago Farn Price | Parity Price 


cents per ‘ conts per : cents per : cents per 

bushel bushel ‘ bushel : bushel 
1923-24 }.: 120.8 105.8 S icenc 145.0 
1924-25} toes a 138.8 ie (Es pee aren Rea 
1925-26: 168.9 161.0 eas! Viner 
1926-27 162.8 ie anr rie) By) Pay, a) Aas 
1927-28 151.9 138.5 Vee OR Se) a Met as 
1928-29! 127.5 ! Lyeee date eee ns SLAY 66 
1929-30 129.2 129.7 hires 8 145.0 
1930-31 79.7 84.5 ; 6%. 132.6 
1931-32: 59.2 52.9 39.0 114.0 
1932-33 53.8 52.7 38.2, 102.5 
1933-34 . } 68.2 94,1 Pate AF SOO 
1934-35 | 80.6 102.5 ; 08 ail eeiien bss 
1935-36} 90.0 103.9 : 2 Ce aye ag ake 
1936-37 125.8: . Seat os & ale, oo. eee 
1937-38 . 124.5 118.0 GSAT) Babee 


a EES hr 


ay Prolininary ecstinete. 


Source; Bureau of Agricultural Econonics, U. 5. Department 
of Agriculture, 
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THE YORLD SITUATION AND OUTLOOK 
The Situation 


The world supply of wheat (excluding Russia and China) declinod 
eae 4,978,000,000 bushels in 1933-34 to 4,383, 000,000 bushels in 1937- 
38. The world carryover on July 1, 1937, was.556,000, 000 bushels, As 
conpared with 1,194,000,000 bushels on July 1, 1934. 


The "Wheat Situation", for July 23, 1938, swmarizes the world 
wheat situation as follows; 


"Prospective world wheat supplies (excluding Russia and China) 
for the year beginning July 1, 1938, are now estinated at 4,850,000,000 
bushels or. about 475,000,000 bushels above those of a year earlier and 
are the largest on record except for the 1930-33 period. The 1938-39 
world production is now tentatively placed at about 4,200,000,000° bushels, 
which is 375,000,000 bushels above that of last year. If present pros- 
pects naterialize this will be an all tine record. The largest previous 
world crop was in 1928, estinated at 3,996,000,000 bushels,!! 


Estinatec world disappearance of wheat in the last five years has 
varied fron 3,757,000,000 bushels to 3,818,000,000 bushols, Thus it 
sees likely that any production in excess of about 3,800,000,000 bushels 
produced in 1938 will be added to the world carryover on July 1, 1939. 
The world wheat surplus apparently reached a low point.on July 1, 1937, 
and is. now once more on the increase. (See Table 7.) 


TABLE 7 


Wheat; Estimated World Stocks, Production, and Disappearance, 
1923-24 to 1937-38 inclusive 


World Stocks ay World Production 


on About ' (excluding Sovict ! Total 
. Xean July 1 Russia and China) : Disappearance 
' million bushels: million bushcls  : million bushels 
1923-24 | 579 i) les aie 3,396 
1924-25 } 723 Bay, 3,280 
1925-26 | "570 3,380 3,321 
1926-27 | 656 3,494 3,511 
1927-28 688 3,673 3,612 
1928-29 : 754 3,996 3,722 
1929-30 | PEN ic) ; 3,584 3,675 
1930-31 944 3,847 3,849 
1931-32 | 1,054 3,865 3,947 
1932—33 | 1,042 : 3,865 3,781 


Continued 
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(Continued) 
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: World Stocks World Production |: 

‘ on About ' (excluding Soviot.-... Total 
Year PIR ad ahs bap dl ‘| Russia and China) | _i__ Diswppearance 

‘riillion bushels million bushels _ million bushels 
1933-34 | 1,143 3,835 3,818 
1934-35 1 wee 3,048 } 3, 786 
1935-36 1/ : 953 3,594 . 3,806 
1936-37 I/ : 773 3,536 3,757 
1937-38 1/ 556 3,627 3,770 


ay Prelininary. 


Source: . Bureau of Acricultural Econoriics, U. § Departnent of Asricultire. 


WHEAT PROVISIONS OF THE AGRICULTURAL ADJUSTMENT ACT OF 1938 
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Farners should keep i in miné that the p1 provis sions 
nade for the wheat program are only a part of the senoral 
mational AAA farn progirar.. Farner a seater poees the coun- 
try have been cooperating: under ae national Agricultural 
‘Conservation Progran for the inst two years. This nation- 
ial progran to conserve the Nation's soil rosources will, 
‘of course, continue as before 


‘ 
‘ 
‘ 
' 
‘ 
‘ 


The Agricultural Adjustment Act of 1938, however, 
recognized that there were certain basic conmoditics for 
‘which special provisions,--that is, provisions in addi- 
‘tion to those contained in the Soil Consorvation and 
‘Donestic Allotnont Act of 1935, as anended,--wore neces- 
sary for a well-balanced national farn program. ‘Wheat is 


one of these basic Aloe leat 
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Tie various separate features of tho national AAA 
‘farm progran, as they apply to wheat, are summarized in 

‘this leaflet. All of, thom should be considcored in addi- 
ition to the general Agricultural Conservation Prosran. 
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Wheat is one of five commodities for which special provisions are 
mace in the Agricultural Acjustnent Act of 1938. These provisions, as 
they relate to wheat, wero written into the Act to give wheat farmers a 
chance to work out a sound national wheat policy. The principal features 
of the Act, applicable to wheat, ares 


(1). Acroase Allotnonts: As part of a contimuing whoat 
progran, the Act provices for annual wheat acreage allotiicnts 
which will keep supplies of wheat in the Unitoc States at or near 
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sound economic levels. Planting within these wheat acreage allot- 
ments is a voluntary m ‘matter. Farmers who comply with their allot- 
ments, however, become “eligible for price adjustment payments, 
Agricultural Conservation payments, wheat loans when made avail- 


able, and renewal of crop insurance policies, . 


(2). Crop Insurance: Beginning with the 1939 crop, farm- 
ers may insure their wheat crop for one-half or three fourths of 
their normal yiclds. 


(3). Wheat Loans: Loans nay be nade to wheat farsiors 
under certain specificd conditions, 


(Ay) Surplus Buying for Relief: Uncer Section 32 of the 
Anendnents to the Agricultural Adjustnent Act aporoved in August 
1936, the Feceral Govornnent is authorized to purchase surplus 
agricultural commodities for rolicf Cistribution and to otherwise 
aid the disposal of surplus cormoc¢ eae 


G). Marketing Quotas: Under emergency conditions, when 
he total wheat supply reaches cortain excessive levels, wheat 
farmers can decide, through a reforendun, whethor marketing quotas 
should be used for wheat. The qucstion of whether or not there 
Will be narketing quotas is one which the Tarners rust cocide for 
thenselves,. 


All of these five provisions are inportant in devcloping a 
national wheat policy and progran.. The nost significant things in these 
nev) provisions and their relaticn to national wheat nolicy are discussed 
on the following PACS e 


ACREAGE ALLOTMENTS ~ THE WHEAT FARMER'S ee seabed RUINOUS PRICES. 
The Agricultural Acjustnont Act of 1936-provices for wheat acreage 
allotnents under the Conservation Progran.: It also provides for acreage 
allotnents which are to be used in detecrninins elicibility for Sas and 
for calculatins the anounts of farn narketing quotas. 


The acreage allotnents represcnt’ secced acreace. The national allot- 
nent for wheat rust be ascertained and proclained. not later than July 15 of 
each marketing year. The national allotzont. for seedings in tho fall of 
1938 and the gpring of 1939 was announced on July 15, 1932, as 55,000,0CO 
acres. This is a larrer allotment than would ‘have boen possible under the 
original provisions of the Act. Due to the severe imncciate reduction 
which would have been required for 1939 under ee Xs ae Congress passed an 
anendnient which sot 55,000,000 acres as a minim ices the 1939 national 
wheat acrese allotnent. 


Under the Act, a8 anonded with respect to the -1939 whoat acroazo 
allotnent, the national wheat acreayc allotment for cach future year ist 
be an acreaze which will, on the basis of the national avoraze yiolc for 
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whoat, produce enough wheat, together with tho cstinated carryover, to 
make available a supply cqual to a normal year's domestic consumption 
and exports, plus 30 percent thereof. 


The 1928 national acreage allotnent of 62,500,000 acres was 
specifically provided in the Act only for the purpose of determining 
agricultural conservation paynents on wheat farns cooperating in the 
1938 -Agricultural Conservation Progran. In determining the paynent to 
which a wheat producing farmer is entitled under the conservation progran 
in 1938, the paynent is calculated on the basis of the number of bushels 
normally produced on the acreayo seodod within the wheat acreage allot- 
nente 


Plantine within the acreage established in their 1939 wheat 
acreage allotment, offers wheat farmers the opportunity to cooperate 
in bringing wheat supplies back ncarer to normal and, thereby, to pro- 
tect their incone. 


In view of the fact that the acreage planted for 1937 and for 1938 
has been around 81,000,000 acres, wheat farnors, if they want to keep 
within the allotment, must nake a crastic reduction fron their presont 
secdings., .It could not logically be expectcoéd that with plantings as large 
as these, and other conditions producing normal or above normal yields, 
wheat prices covld be maintained even at present levels which, although 
considerably lower than they were a zear ago, are still in excess of the 
extreme lows reached in 1931 and 1932. 


Although the 1939 acreage allotments represent a marked reduction 
in acreage from the current season's seedings, this is largely because 
of the large increases in acreage which have occurred in the last three 
years when thore have been no specific acrenge programs for wheat, It 
should be kept in mind that the average amount of wheat used for domestic 
consumption and exports for the ten years 1928-37 could be raised on 
63,000,000 secded acres with normal abandonmont and yicids. 


The national acreage allotment for 1939 represents a reduction 
from the national 1928-32 average seceded acreago of about 16 per cente 
In 1934, the first year that the original wheat adjustment program was 
effective, cooperating farmers agroed to reduce their plantings from their 
base wheat acreage by 15 per cont. 


The 1939 wheat allotments to States have beon calculated by a 
method which applies uniformly for all Statcs. This method allots cach 
Stato its proportionate share of the national wheat acreage allotment, 
based on the 10-year (1928-1927) average acreage seeded to wheat, with 
this average adjusted for trond by giving tho average acreage of the 
three years, 1955, 1936, and 1937 the sanc woight as the 10-year average. 
The ecreage allotments also give all States credit for acreage civerted 
under the AAA Adjustment and Conservation Programs. The allotment for 
each State is 74.36 por ccnt of the 1928-37 average acreage seceded and 
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diverted, AER for trends as, indicated ators 


The country now faces a near-record wheat. cabertia: The acreage 
allotnent provisions of the Agricultural Adjustment Act leave it up to 
the wheat farmers of the nation to decide whether the adjustments shall 
be made. . The" question before wheat farmers and ‘Agricultural Ac justnent 
Adninistra tion. connitteenen in wheat States is whether or not, in vicw 
of the experiences of 1930-1932, they will adjust their acreage and 
procuction now or wait until low prices force reduction upon then. 


CROP INSURANCE 


Commencing with the 1939 crop, crop insurance will be a factor 
in the wheat program. Although the wheat crop insurance progran is exper= 
inontal in nature, present indications are that it will becone an important 
factor in bringing balance to the wheat industry. Next to acreage’. 
acjustnent, the crop insurance progran should be regarded as worthy of 
first emphasis in the ever-normal granary plan in that it protects farners 
against the losses of crop failure. Crop insurance is an important | 
feature of the National Agricultural Prozran. Its primary purpose is to 
stabilize the incone of wheat farmers. Recor’ts of previous Agricultural 
Adjustnent Prograns and of the ees of Agricultural Econonics have been 
uscd as a basis to dctornine the prenium rates. The administration of 
the crop insurance work falis into two phascs. The Fedoral Crop Insurance 
Caperst-ion has charge of warchousing all wheat paid as premiums for the 
insurance and of the inspection of damage to crops as a basis for paynents 
of the farmers! losses. TheQrporation also has charge of the adjustment 
of farners!' losses. The State and county AAA comiittecs work in close 
cooperation with the Crop Insurance Corporation in providing county 
agricultural conservation association data and other data necessary for 
deternining preniun rates for farms which have taken part in the AAA pro= 
grans., The county AAA comnittees also sclect the ‘county -crop-insurance 
Supervisors responsible for the details incifont to Iocal administration 
of the crop-insurance progran. | | 


Details of the Crop Insurance acti are available in every 
county agricultural conservation offic Wisi 


WHEAT LOANS 


On July 14, 1938 a wheat loan progran offering cooperating wheat 
producers loans at farm rates averaging betiveen 59 and 60 cents a bushel 
was announced by the ae eee of Agriculture 


The loan is made under the provisions of the Agricultural Adjust- 
ment Act of 1938, and is approxinatcly 52 percent of the present farm 
parity price of wheat, $1.14 2 bushel. ‘The leans will be made by the 
Comiodity Crecit Corporation, and AAA Connittees will certify producers 
who are eligible for loans and be responsible for frading and inspecting 
farn-stored wheat placed under loans,’ Details-iconcerning the loan progran 
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were released under dates of June 14, 1938 and July 14, 19338 and loan 
forms and instructions wili be supplied to the County Agricultural 
Conservation Committees. 


SURPLUS BUYING FOR RELIEF 


Under Section 322 of the 1935 Amendments to the Agricultural Adjust- 
ment Act, the Federal Surplus Commodities Corporation may purchase certain 
agricultural commodities, of which there are excessive surpluses, for 
relief distribvtion, 


Under those provisions, the Federal Surplus Commodities Corpor- 
ation has recently purchased 2,902,225 barrels of wheat products, in- 
cluding 2,429,640 barrels of wheat flour; 268,975 barrels of graham flour; 
and 203,610 barrels of whole wheat meal, at a total cost of $11,751,000 
for these commodities. These wheat products, purchased within a period 
of two months, represent nearly 13,000,000 bushels of wheat. The Cor- 
poration is now purchasing wheat flour involving the cquivalent of about 
4,500,000 bushels of wheat. 


The wheat products purchased by the Fedcral Surplus Commodities 
Corporation are being allocated to State relief agencies for distribution 
.to persons on relief rolls, These wheat products are distributed care- 
fully to prevent them from being resold, or otherwise competing with 
commercial sales. State agencies are required to distribute the products 
to relief familics in addition to, and not in substitution for, commod- 
ities which they already buy or receive locally. Thus, those without 
purchasing power reccive added food, and at the same time some of the 
surplus wheat is utilized. 


MARKETING QUOTAS 


The Act provides that a national markcting quota shall be an- 
nounced if it appears that the total supply of wheat for any markcting 
year will excced normal domestic consvimption and cxports by more than 
35 percent. This announcement must be made riot later than May 15 of any 
year. Then a referendum of. wheat growers must be held between May 15 and 
June 10, and if tvo-thirds or more of the farmers voting in the referendum 
favor such action, the national marketing quota will become effective on 
the first of the following July. 


Provision is made for collecting a ponalty of 15 cents per bushel 
for all wheat markcted in excess of the marketing quota for any farne 
This penalty would be collected by tho buyer of the wheat. If the whoat 
was sold, the buyer would be responsible for the collection of the pen- 
alty, whether he was an clevator operator, another farmer, or any other 
person. Marketing whoat is dofined as disposal by salc, barter, or ox- 
change, but docs not include wheat paid as preniuns to’ the Federal Crop 
Insurance Corporation, 


In effect, the narketing-quota sections of the Act provide for a 
cooperative endeavor in which two-thirds or more of the farmers voting 
in a referendum can impose certain marketing restrictions ‘upon ‘thenselves 
and all other growers of the comnodity. The anount to be marketed, how- 
ever, must be sufficient to supply all domestic, reserve, and export 
requirenents. The effect of a quota would be to place upon the farner 
the responsibility for carrying over the excess supply. In carrying this 
excess. supply, however, the farmer cooperating in the voluntary acreage 
adjustment program would be assisted by the Governnont!'s wheat loan 
prograne 


Thus the various separate parts of the wheat progren. if utii- 
ized by the growers, can be dovetailed into one EL TM re whole. 


CONSIDERATIONS FOR A SOUND WHEAT POLICY 
Acreage Policy: 


Wheat acreage in the Unitod States has fluctuated widely fron 
year to year. When priccs are high or when a large nunber of growers 
anticipate higher prices, rapid inereascs frequently occur. On the other 
hand, when wheat growing becones relatively unprofitable, many growers 
who are able to shift to other crops go out of wheat production. The 
Agricultural Adjustnont Act of 1938 offers wheat growers an opportunity 
to cooperate to bring about sufficient stability of acrease to stabilize 
wheat farming and wheat production. 


Export Policy; 


Another problem which wheat growers necd to consider carefully 
is that of cxports. Shovld the United States produce a large quantity 
of wheat for sale on the export market, shovld production be aimed only 
at domestic requirements, or should a middle ccurse be pursued? Which 
is the wisest national policy? 


The acreage planted to wheat in covery yoar for which records are 
available has been sufficient, with average abandonment and. average 
yields, to produce more than our domestic needs. The United States has 
been a net exporter of wheat every year since the signing of the Con- 
stitution, with. the cxception of 1837,:.1934,. 1935, and 1936. Since, 1909, 
except during the unusual conditions which prevailed fron 1932 to 1936, 
the atmos States has hac 14 percerit or more of the world export trade 
in wheat. 


Price, Policy: 


The United States could, conceivably, naintain prices to wheat 
growers regardless of conditions in-the rest of the world. To do this, 
however, would require a higher tariff in some yoars than the 42 cent duty 
now in force. It would require also a permanent reduction in our seeded 
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wheat area, to 50,000,000. acres or less. Total income fron wheat might, 
conceivably, be larger under an isolationist policy, but it would mean 
either reducing acreage on all of the farms now growing wheat or reduc~ 
ing the number of wheat farmers. Furthermore, under such a policy wheat 
prices would be so attractive in relation to the prices of other agri- 
cultural commodities that it would be almost impossible to keop wheat 
acreage down to the necessary level. 


Another altern:tive in regard to prices would let them seok 
their nornal relationship in comparison with world priccs. This would 
permit the free flow of excess wheat into export channels. The situntion 
which is likely to provail throughout the world in the next few years 
will not permit United Statcs wheat growers to get satisfactory priccs 
and income on the world market. It would seen necessary, thorefore, that 
wheat growors continue to get some additional income through price adjust= 
nent paynonts, agricul tural conservation payments r otherwise. 


THE BVER-NORMAL GRANARY 

The provisions of the Agricultural Adjustment Act of 1938 rogard= 
ing (1) acreage allotnents, (2) crop insurance, (3) loans, (4) surplus 
buying for relief, and (5) narketing quotas arc not only instrumonts for 
protecting and stabilizing the income of wheat growers, but they are 
also instrunents for protecting the consuner against violent rluctuations 
in the supplies of wheat. Recent years have shown how 2. few years of 
successive short crops due to drought, rust, or other uncontrollable 
causes, may be followed by succcssive seasons with wheat productions 
far above normal donestic consumption and export needs, These years of 
large wheat production may in turn be followed by several short crops. 
Crop insurance, loans, and narkcting quotas togcther furnish ample oppor- 
tunity for setting up reserve supplies of wheat, either on the farn or 
in clevators. Acreage allotments may be either large or small, depending 
on the carryover of old wheat at the tinc they are determined. If the 
supply in the granary is low, the national acreage allotment would be 
large in order to obtain a supply for normal domestic consumption and 
exports and also a reasonable resorvo, If wheat supplies are large, the 
acreage allotment would be small, therebdy permitting the building of the 
soil on many acres as a protection for the granary of the future. 


THE FARMER'S PART IN A SOUND WHEAT POLICY 
The wheat situation, although depending upon the outcone of this 
year's crop, shows a definite trend toward larger supplies and lower 
prices, Farners want to continuc to grow as nuch wheat as possible at 
a fair price. They want thoir wheat production to bring them their fair 
share of the national incone, They want to see the United States continue 
to hold its share of the world wheat trade. But thoy know that to accon- 
plish these objectives thoy nust, as a group, make certain adjustnentse 


The Agricultural Adjustment Act of 1938 contains provisions 
which wheat farmers can use in working out their problens, 


What courses of action are open: to the individual farmer who 
wants to cooperate in this adjustment? 


(1). He can face the wheat situation realistically, by seceding 
Within his wheat acreage allotments for 1939. 


(2). He can insure his wheat in the Federal or Insurance 
Corporation. This will help to stabilize his own operations, and it 
will put part of the wheat surplus in the insurance reserve where it 
will not be a threat upon the wheat narkote 


(3). He can help maintain oxports by supporting a reasonable 
loan. policy which docs not peg United States prices above world prices 
and so does not build up a new surplus in the United States. 


(4). If narketing quotas are needed in 1939, and are voted for 
by wheat producers, he can give these quotas a fair trial. 


(5). He can conserve his soil, building up the acres not in 
Wheat so as 2 give him an ever=normal granary of fertility in the soil 
as well as @ reserve in his bins, 


These are sone of the things which farmers themselves can do to 
make the new wheat progran succeed. Here are tho facts as far as thoy 
can be determined, The progran is voluntary. The farmers thenselves 
nust decide, 


